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Diagnosis and Treatment

A

R E V I E W of the history of medical
practice would probably reveal the
fact that at one stage of the development
physicians resorted
to indiscriminate
"bleeding" of patients, regardless of the
ailment. Later on, calomel and quinine
were administered as a sort of cure-all,
whether or not such medication was indicated. Revised from time to time, the
practice of medicine now pretty generally
calls for examination of each case and a
diagnosis before treatment or medicine is
prescribed.

Accountancy may well take a lesson
from an older profession and give some
thought to the matter of technical procedure. Constant consideration and revision from time to time is essential to
progress in any profession. As medical
practice has more or less responsibility
for human life, so accountancy practice is
vitally concerned with economic or business life.
The discouraging part about accountancy practice is that its practitioners are
too prone, using a figure of speech, to con-
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tinue bleeding and giving calomel and
quinine. The perfunctory technique which
has grown up becomes the traditional
guide for general practice. Because it has
always been the rule to foot, check, analyze,
and put together after a formula, figures
substantially those recorded on the books,
accountants are too well satisfied to continue giving clients reports which contain
scarcely more than their own statements
show. Analysis, interpretation, and constructive discussion are usually beyond the
accountant because, when he comes to the
point of writing the report, having spent
his time verifying figures on the engagement, he has nothing much to discuss
except a few bookkeeping errors.
Diagnosis may be a strange term to the
nomenclature of accountancy, but it has
its application to accountancy work nevertheless. Where is there an engagement on
which the work might not be more intelligently and effectively prosecuted, if time
had been taken to survey the situation and
discover, if any, the existing trouble before
proceeding? Where is there a case in
which no trouble could be discovered by a
competent and energetic accountant of
experience and vision? The opinion is
ventured that not only would the quality
of work be improved but the time on engagements would be shortened and the
expense to clients substantially lessened
were more time to be devoted to a study
of the engagement and consideration given
to methods of technical procedure before
plunging into the detail work according to
some cut and dried program of audit.
A striking example of this is found in a
recent engagement. A client came into
the office of a public accountant with the
announcement that the cash condition of
his company was unsatisfactory, while the
accounts receivable were, as he expressed
it, "piling up." He requested that an
investigation be made of the matter,
adding that he did not suspect any irregu-
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larities or anyone of his employes of
fiduciary lapse. His desire was, he said,
the simple one of wanting to find out the
trouble, in order that remedies might be
applied.
According to the traditions of practice,
the first method of attack which would
suggest itself would be the aging of accounts or the sending out of confirmations,
or both. But the accountant who was
assigned to the engagement did not proceed that way. Instead, he first made an
intelligent study of the situation from the
general books to try and discover, before
diving into a long and expensive process of
detail work, the cause of the trouble. In
other words, he made an examination and
diagnosis before attempting to prescribe,
and consumed in such work only two or
three hours.
The sales were tabulated by months
from January, 1922, to April, 1923. Likewise, he scheduled the accounts receivable,
inventories, cash, and the accounts, notes
and acceptances payable. Breaking the
tables at January 1, 1923, he computed the
percentage of increase in the sales, accounts
receivable, and inventories from that date
to April 30. A l l were consistent in the
ratio of increase. A l l were in logical relation to the increase in liabilities and decrease in cash. Therefrom two tentative
conclusions were drawn: first, no reason
to be unduly suspicious of cash irregularities; second, the principal cause of the
trouble was prior to January 1, 1923.
Subsequent general review of the cash
records gave no further reason to doubt the
tentative conclusion as to the absence of
irregularities. Aging of the larger accounts
running back of January 1, 1923, developed
the fact that twenty-five per cent. of the
amount standing in accounts receivable
represented amounts on account of which
no payments had been received for several
months. The survey thus brought out
the nature of the trouble, the location
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thereof, and incidentally the persons responsible therefor, all within the space of a
few hours.
Proceeding with the next step the accountant selected five hundred out of a
total of four thousand accounts, which five
hundred accounts represented substantially fifty per cent. of the total amount
in the accounts receivable, and sent statements for confirmation to the customers
affected. In practically half of the cases
in which replies were received the customers denied owing the full amount or some
part of it, and claimed either an adjustment
which had been allowed or ignorance of the
amount in question.
The real difficulty which caused the investigation was therefore found to be not
irregularities in the cash, not loose credit
granting, but inefficiency in bookkeeping
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which failed to clear out of the accounts
receivable, adjustments and credits allowed
to customers. The commendable part of
the whole proceeding was the intelligence
displayed by the accountant handling the
engagement, so that the cause was discovered with a minimum of time and expense, at the same time acquiring accurate
information from which to discuss with the
client what further steps should be taken.
More work of this kind cannot help but
raise public accountants in the estimation
of clients. More attention to diagnosis
and planning and the subsequent employment of efficient methods is vital to the
progress of any organization which depends
for success on confidence and good-will.
Confidence is not founded on integrity
alone. It involves also ability in matters
of technical procedure.

